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THE CEO’S ROLE IN ORGANIZATIONAL TRANSFORMATION

BY DAVID ROOKE

hy are attempts to transform

organizations usually painful
and so often unsuccesstul? Why is it
that, even when leaders recognize the
value of the tools and principles of
organizational learning, plans to
implement them frequently fall short?
Not surprisingly, we have found that
the level of personal development of
the CEO and his or her senior advis-
ers can have a critical impact on the
success of organizational change
efforts and, in turn, on a company’s
ability to thrive in an ever-more com-
plex business environment.

Some researchers have

argued against focusing on the
CEO in predicting a com-
pany’s destiny. But we have
found that a leader’s support
for and legitimization of
change efforts are crucial !

1n sustaining company-

AND WILLIAM R.

Studying Organizational
Development Efforts
For 10 years, we participated in and
studied 10 organizational develop-
ment efforts, spending an average of
about four years with each business.
The organizations included both for-
profit and not-for-profit enterprises
that ranged from 10 to 1,019 employ-
ees, with an average of 485 staft
members. The businesses represented
numerous industries,
including financial ser-
vices, automobile, con-
sulting, healthcare, oil,
and higher education.
Based on several crite-
ria, we found that seven of
the 10 organizations pros-
pered: They experienced
significant improve-
ments and became
industry leaders on a

wide transformational

processes until results persuade an
increasing proportion of the work-
force to commit more fully to the
new order. This is especially true
when the efforts involve new practices
that aren’t widely understood or used,
like the tools and concepts of organi-
zational learning. And, conversely, a
single CEO incapable of exercising,
recognizing, or supporting transforma-
tional power can be enough of a bot-
tleneck to undo prior organizational
abilities and accomplishments. Thus,
regardless of what else is happening
within the organization, a CEO can
have a major influence on the likeli-
hood of organizational transformation.

number of key
indices. On the other hand, despite
our best efforts, three of the 10 orga-
nizations did not progress and lost
personnel, industry standing, and
money.

In examining these cases retro-
spectively, we noticed that the compa-
nies whose CEOs had certain per-
spectives and values were more likely
to achieve favorable outcomes in the
organizational transformation process
than those that didn’t. We found that
the more successful leaders recognized
that there are multiple ways of fram-
ing reality, and understood that per-
sonal and organizational change
require mutual, voluntary initiatives,

TORBERT

not just top-down, hierarchical guid-
ance. For instance, in one organiza-
tion, the leader, with her management
team and consultant, created a new
strategic planning process that enlisted
the active and playful involvement of
all staff members in designing the
organization’s future. In another, the
CEO created a series of voluntary
learning opportunities for two vice
presidents with whom the rest of the
senior management team reported
having difficulties.

As shown by these examples, this
group of CEOs intuitively embodied
many of the key elements of the five
disciplines. They encouraged shared
visioning, team learning, discovery
and transformation of mental models,
and development of personal mastery.
If someone within the organization
did not appear to “buy in” to the
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learning process, the CEOs did not
unilaterally fire the person or generate
pressure for external conformity “to
the program.” Instead, they engaged
with the individual to explore the
systemic effects of his or her actions
on the rest of the organization and
presented opportunities for personal
and professional growth.

In the organizations that didn’t
change, the CEOs actually impeded
change efforts, either through benign
neglect of existing learning structures
or through actions that undermined
the transformation process. For
instance, one leader eliminated by
simple disuse many of the peer learn-
ing systems built into the organization
when he arrived, gradually turning
the operation into a crisis-prone,
reactive entity.
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Individual and Organizational
“Action-Logics”

To aid us in analyzing and compar-
ing the characteristics of the differ-
ent leaders and organizations, we
referred to developmental theory.
Developmental theory traces its
roots to the philosophies of Plato
and then Hegel. It became part of

In the organizations that didn’t
change, the CEOs actually
impeded change efforts,

either through benign neglect
of existing learning structures
or through actions that
undermined the transformation

process.

empirical science with Piaget’s
studies of children in the early 20th
century. Developmental theory is
based on a progression of capabili-
ties that an individual or organiza-
tion may possess. Each stage serves
as the foundation for the one that
follows; that is, a person or group
must master the characteristics of an
earlier level before moving to the
next one.

MANAGERIAL

Opportunist

During the past quarter century,
researchers have increasingly studied
and developed measurement systems
for evaluating adult development. At
the same time, some colleagues and I
have articulated a parallel theory of
organizational development. The table
“Managerial Action-Logics” offers
brief impressions of the characteristics
of managers at different stages of
development; “Organizational Action-
Logics” does the same for organiza-
tions. We use the term “action-logic”
to highlight how, at each developmen-
tal stage, the assumptions that people
or organizations hold aftect their ways
of making meaning of themselves and
the world, of thinking, of acting, and
of interpreting feedback.

How do people and organizations
move from one developmental
action-logic to the next? The most
important point is that there is no
way to “make” individuals transform
by external force or persuasion alone.
Although most children transform
from the self-centered Opportunist
action-logic to the other-focused
Diplomat one as they become
teenagers and wish to be liked by
peers and rewarded by teachers, a
small percentage of managers are
measured at the Opportunist level in
later adulthood. So, persons and orga-
nizations must, in some basic sense,
volunteer for transformation.

ACTION-LOGICS

Seeks short-term, concrete advantage for self; rejects feedback; external-

izes blame; manipulates others.
Diplomat

Seeks acceptance by colleagues; observes protocol; avoids conflict to save

own and other’s face.
Expert

Seeks causes and perfect, efficient solutions; accepts feedback only from

master of the particular craft.
Achiever

Seeks effective results by teamwork; welcomes goal-related, single-loop

feedback.
Strategist

Seeks to construct shared vision, transformational conflict resolution, and
timely performance through creative, witty, double-loop, reframing feedback.

Magician/Witch/Clown

Seeks triple-loop, transformational “systems experiencing” that creates
positive-sum, mythical events and games by blending opposites (e.g., civil
disobedience, feminist politics, social investing).
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At the same time, wanting to
change isn’t enough to guarantee
personal or organizational transfor-
mation. The assumptions of one’s
current action-logic tend to under-
cut efforts to operate according to
the next, more encompassing
action-logic. Consequently, leaders
and organizational systems that
exercise mutually enhancing
power are critical for
helping others make
the leap to the next
action-logic. For
instance, in the earlier
story about the two
vice presidents who
were challenged to
change their behavior, one
undertook a series of learning
experiments that increased her
coworkers’ level of trust in her. The
other resigned after two half-hearted
gestures at altering his behavior. Two
years later, the second VP called the
CEO to thank him for encouraging
him to embark on a journey of per-
sonal growth. He reported that, after
he was fired three months into his
next job, he had entered therapy
and discovered the degree to which
he had previously shunned all well-
meant attempts to help him move
to the next developmental level.

Nearly 60 percent of the adults
studied in organizations operate
according to the Opportunist, Diplo-
mat, or Expert action-logics, yet it is
only at the Achiever level (where
about 30 percent of managers fall)
that people reliably use single-loop
feedback to improve their perfor-
mance (see “Barriers to Organiza-
tional Change” on p. 4). When we
consider that only about 10 percent
of managers currently measure as
exercising the Strategist action-logic,
which is the first level at which a
leader explicitly initiates double-loop,
transformational learning, we under-
stand why “learning leaders” and
“learning organizations” are so rare.

Individuals who develop to the
Strategist stage or beyond can appre-
ciate the paradoxes of exercising
what we call “vulnerable power.”
They understand that only by exer-
cising power in such a way as to

make ourselves vulnerable to transfor-
mation can we hope to encourage
voluntary transformation in others
rather than mere conformity, compli-
ance, or resistance. For example, one
CEO openly presented his weaknesses
and shortcomings as a leader to his
senior team during a time of organi-
zational crisis. Based on this openness,
the team was able to assign
responsibilities so as to elimi-
nate potential blind spots,
challenge each other to
develop new skills, and
provide regular feedback
on each other’s perfor-
mance. In this way, Strate-
gists are true learning leaders.
In contrast, leaders at earlier
stages of development would reject out
of hand the actions of the Strategist
CEO described above. A Diplomat
CEQ, for instance, would feel threat-
ened by the prospective loss of face in
publicly describing his or her weak-
nesses. In fact, the one Diplomat CEO
in our sample companies was so
unwilling to work constructively with
any negative feedback that eventually
his entire strategic planning team

resigned, the consultants resigned, and
the organization continued to lose
money and reputation. Expert and
Achiever CEOs are increasingly more
likely to be able to cope with nega-
tive feedback than the conflict-avoid-
ing Diplomat. However, unlike Strate-
gist CEOs, who are generally able to
gauge what actions to take based on
the specific situation, Experts and
Achievers are less open to generating
creative solutions.

What does it mean for an orga-
nization to progress developmentally,
and how is this kind of improvement
related to organizational learning? As
in human development, each trans-
formation in organizational develop-
ment represents a fundamental
change and increase in the organiza-
tion’s capacity. In transforming
through the first three action-logics
(Conception, Investments, and Incor-
poration), an organization grows from
a dream into a functioning, produc-
ing social system. If it transforms
through the second three action-log-
ics (Experiments, Systematic Produc-
tivity, and Collaborative Inquiry), the

Continued on next page >

ORGANIZATIONAL ACTION-LOGICS

Conception

Dreams, visions, informal conversations about creating product or service to

meet inadequately addressed need.
Investments

Early spiritual, social, financial investments sought from potential stakehold-

ers and champions.
Incorporation

Recognizable setting; tasks identified, roles delineated, and products/ser-

vices produced.
Experiments

Alternative administrative, production, financing, and marketing strategies

and structures tested.
Systematic Productivity

Hierarchical structures and procedures formalized, with quantitative mea-
surement of outcomes, within competitive ethos.

Collaborative Inquiry

Co-generation of cooperative, inquiring, creative ethos and network; shared
vision; openness about differences and incongruities; performance feedback
on multiple indices.

These tables include only action-logics that have been empirically found in managers
and organizations. According to developmental theory, there is both an earlier stage of
human development, the Impulsive stage (analogous to Conception), and a later
stage, Ironist, at which no managers to date measure, as well as two later organiza-
tional stages, Foundational Community and Liberating Disciplines.

© 1999 PEGASUS COMMUNICATIONS, INC. 781.398.9700 THE SYSTEMS THINKER™ SEPTEMBER 1999 H



> Continued from previous page

organization gains the capacity to
change its strategies and structures
intentionally. Just as few persons today
evolve beyond the Achiever action-
logic, few organizations today evolve
beyond the analogous Systematic
Productivity action-logic. But when
they do (as in the case of Alcoholics
Anonymous and the Jesuit Order),
they become capable of helping their
members develop to the point of rec-
ognizing and correcting incongruities
among their visions, strategies, actual
behavior, and outcomes; that is, they
become true “learning organizations.”
In short, each organizational transfor-
mation from one action-logic to the
next represents major organizational
learning.

B A R I
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Obstacles to Change

In the 10 organizations that we stud-
ied, all of the CEOs and many mem-
bers of the senior management teams
completed a diagnostic test. Five of
the CEOs measured at the Strategist
stage or later, and five measured at
pre-Strategist stages. In all five cases in
which the CEO was found to be at
the Strategist stage, the organization
transformed in a positive way—the
business grew in size, profitability,
quality, strategy, and reputation. More-
over, trained scorers agreed that these
CEOs supported a total of 15 organi-
zational transformations. Conversely,
in the five cases of organizations with
pre-Strategist CEOs, there were no
organizational transformations, and, in
three cases, the organization experi-

RS TO
AL CHANGE

One pattern of behavior that we noticed among CEOs who successfully sup-
ported organizational transformations is that they intentionally focus the
company’s attention on the discrepancy between its intention to change and
its actual performance. In some cases, addressing such a disparity requires
nothing more than a single-loop, tactical change in performance, such as
temporarily increasing the marketing budget and reducing the research bud-
get. But because members of organizations are unlikely to have mastered
the Achiever action-logic, where people reliably make changes based on sin-
gle-loop feedback rather than defending existing practices, even single-loop
change can be difficult to achieve reliably.

In other cases, a change effort may be stymied by a team member’s mental
model or by a conflict between a strategic priority and the organization’s cul-
ture. This level of challenge generally requires a “double-loop” change in
strategy. Double-loop learning is inherently transformational—it changes the
form and capacity of a person’s thinking or of an organization’s culture. Sys-
tems thinking occurs at this level of experience. However, only a small per-
centage of adults have mastered the Strategist action-logic in which they
can digest both single-loop and double-loop change.

Finally, a person or organization may
realize that lasting change involves

_» VISIONING
e

enced crises and highly visible perfor-
mance blockages.

What happened in the two
anomalous cases, where the organiza-
tion changed for the better but the
CEO was evaluated at a pre-Strategist
action-logic? When we researched
that question, we found something
quite interesting: In both instances,
the CEO had treated an outside con-
sultant and one or more team mem-
bers, all of whom measured as Strate-
gists, as close confidantes. For
instance, in one of the not-for-profits,
the CEO worked unusually closely
with a consultant for several years,
inviting his influence in all aspects of
the operation of the senior manage-
ment team. This CEO also promoted
one Strategist manager to senior man-
agement and highlighted the work of
another in a way that increased the
influence of that work over the whole
organization.

By contrast, in the three examples
in which the organizations did not
transform in a positive direction, the
pre-Strategist CEOs had increasingly
distanced themselves from the consul-
tant and from senior management
team members who measured at the
Strategist stage or later. In one case,
the CEO alternated between, on the
one hand, highly valuing his internal
consultant/senior manager and the
change process and, on the other
hand, trying to displace her from the
senior management team altogether
while freezing the change process.
Not surprisingly, the organization did
not transform during this period.

continually testing one’s moment-to- P Leverage Points for

moment vision, thinking, action, and ,/ Organizational Development

outcomes against a meaningful and ’ v So, what do the results of this study
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experience. According to developmen- : S all, they indicate that any business that
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order to create a culture in which
anyone in the organization can initi-
ate change.

Second, if the CEO is unwilling
to assume a leadership role in the
transformation or is unable to accept
feedback from others, our results sup-
port raising this issue with him or her
as early as possible to highlight the
potential impact of this behavior on
the change process. Different CEOs
are likely to respond as differently as
the two vice presidents in the earlier
story (and here it is relevant to add
that other members of that senior
team had mispredicted which VP
would choose a learning response and
which would resist the change effort).

Third, the results of this study
indicate the usefulness of diagnosing
the current developmental action-
logic of the organization as a whole
in order to understand the challenges
it faces and to outline strategies for
moving to the next level. Certainly,
we as consultants did so in each case
and tested our tentative diagnoses and
strategic prognoses with members of
the organizations. We found that our
diagnoses gained us legitimacy and
helped focus the transformation
process.

Fourth, developmental theory
holds that a person operating from a
later action-logic can play a positive
role in supporting the transformation
of a person or organization at an ear-
lier stage of development. Thus, a
CEO at the Achiever stage can help
an organization at the Experiments
stage or earlier to transform. Likewise,
as we found in the two organizations
that transformed without the guid-
ance of a Strategist CEO, a pre-
Strategist CEO may successfully
partner with others from within
or outside the company to support
organizational learning.

Fifth, members of the senior team
can engage in a self-diagnosis process
(with the help of the references listed
at the end of this article), or they can
solicit outside assistance to evaluate
the current level of individual and
organizational development. At first
blush, it may seem unacceptably risky
to attempt fwo change processes—of
senior management team members

and of the organization—at the same
time. Why not work first with the
senior management team and later
with the wider organization? This
may be possible and preferable in
some cases, but often the organiza-
tional and environmental conditions
that call for transformation will brook
no delay. Also, staft members’ aware-
ness that the CEO and senior man-
agers are facing the same vulnerabili-
ties, uncertainties, and experiments as

Staff members’ awareness
that the CEO and senior
managers are facing the same
vulnerabilities, uncertainties,
and experiments as they are
can become a potent force

for widespread buy-in.

they are can become a potent force
for widespread buy-in.

Finally, the five disciplines,
accompanied by mentoring, journal-
keeping, meditation-in-action, and
reflective, multicriteria performance
assessments, are all ways of moving
from one developmental action-logic
to the next. Organizational retreats to
engage in “systems experiencing’
across the four territories of assessing,
performing, strategizing, and visioning
can sometimes transform the action-
logic of an organization in a single
weekend.

Engaging in Transformation

So far as we know, these are the only
10 cases in which the developmental
action-logic of senior managers and
its effect on organizational transfor-
mation have been studied. Our results
suggest that leaders who use power in
a mutually transforming manner can
help an organization evolve through
earlier stages up to the Collaborative
Inquiry stage, where organizational
learning is likely to flourish.
Developmental theory shows that,
rather than defending against change,
true learning leaders and learning
organizations are continually engaged
in the transformation process. In the

face of perpetual transition, the great
challenge is how to engage in both
productive activities and thoughtful
inquiry over the short- and long-
term. This process entails interweaving
these two key elements in the organi-
zation’s vision (e.g., SAS airlines’
motto “moments of truth”), in its
strategies (e.g., 3M’s formula for link-
ing a division’s funding to the per-
centage of its ROI that comes from
recent innovations), in its operations
(e.g., meetings that encourage frank
inquiry and dialogue as well as deci-
siveness), and in its assessments (e.g.,
360-degree feedback).

This transformational learning
challenge is at least as great as the
struggle to gain unilateral political,
economic, and technological control
over nature and society that has pre-
occupied us for the past 500 years. As
more and more of us become aware
of the dignity of mutual, transforma-
tional partnerships, rather than unilat-
eral, exploitative relationships, within
organizations and polities, between
men and women, and between society
and nature, we will become increas-
ingly inspired to devote our daily lives
to these means and these ends. O

David Rooke is a partner of Harthill Group Con-
sultants in England. William R. Torbert currently
serves as professor of management at the Carroll
School of Management, Boston College
. A detailed description of the
methods and statistical results of the study
described in this article can be found in D. Rooke
and W. R. Torbert, “Organizational Transformation
as a Function of CEOs’ Developmental Stage,”
Organizational Development Journal, Vol. 16

No. 1, Spring 1998.
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